Key economic performance indicator by Gelan, A. et al.
Key economic performance indicator
The East Africa Dairy Development (EADD) project is a 
regional industry development program and implemented 
by a consortium of partners. It is currently being piloted 
in 18 sites in Kenya, 8 in Rwanda and 27 in Uganda. 
The overall goal of the project is to transform the lives of 
179,000 families, or about 1 million people, by doubling 
household dairy income in 10 years through integrated 
interventions in dairy production, market access and 
knowledge application.
This brief highlights key results of a baseline survey of 
the economic performance analysis of dairy farms in 
project sites in Kenya, Rwanda and Uganda. The focus 
is on production and marketing aspects to establish a 
benchmark against which future economic performances 
of the project beneficiaries will be assessed during the 
project monitoring, review and final impact evaluations. 
Details are available in the baseline survey report No. 5.
Baseline survey methodology
Why: To assess the baseline situation of dairy farmers 
and their communities at the start of the project, and to 
identify key constraints dairy farmers and market agents 
face and opportunities for overcoming them through 
targeted project interventions.
When: Phase 1: September to November 2008. Phase 2: 
July to August 2009.
Where: Three survey sites in Rwanda and five each in 
Kenya and Uganda; two control sites in Kenya and one 
each in Rwanda and Uganda
What: Community, household and market agent surveys
How: 75 households and 20 market agents sampled per 
site. Focus group discussions for the community survey; 
structured questionnaire for the household and market 
agent surveys.
Economic performance analysis
Descriptive analysis of gross margin (total revenue minus 
total variable costs) and cost of production per litre of 
milk revealed variation at farm, hub and country levels. 
Kabarore and Mbare hubs in Rwanda recorded the 
two highest gross margins (USD 2180 and USD 1658, 
respectively) while Bwisanga in Rwanda and Mukono 
in Uganda recorded the two lowest (negative USD 660 
and negative USD 303, respectively). In Kenya, all hubs 
recorded positive gross margins, with a range of USD 216 
to USD 668. 
Cost of milk production per litre varied widely between 
hubs in Uganda, ranging from USD 0.15 in Masaka to USD 
0.51 in Mukono. This variation was greater in Rwanda, 
with the cost of producing a litre of milk in Bwisanga 
(USD 0.72) almost five times that in Mbare (USD 0.15). 
In Kenya, the variation in the cost of milk production was 
relatively lower than in the other two countries, ranging 
from USD 0.12 in Kaptumo to USD 0.23 in Soy.
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Gross margin was calculated as total revenue (revenue 
from sale of milk, cattle and manure, and milk consumed) 
minus total variable costs (costs of animal housing, 
hired labour, fodder, concentrates, water, animal health 
services, extension services and breeding).
Overall, gross margins are the highest in Rwanda and 
lowest in Uganda. Labour constitutes the largest cost 
of production in Uganda and Rwanda, while animal 
health cost takes the largest share in Kenya, suggesting 
opportunities where interventions could decrease overall 
costs and therefore increase profitability. 
Conclusion
Recognizing the variation in economic performance of 
dairy farms in different hubs across all three countries, 
country- and site-specific interventions are adopted to 
enhance profitability. In most cases, farmers make positive 
profits. This can further be enhanced by improving 
economies of scale in marketing (through collective 
action), facilitating access to services and appropriate 
technologies, improving infrastructure and creating an 
overall enabling policy and institutional environment for 
all participants in the sector. 
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